
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 97-239-C - ORDER NO. 2006-609

OCTOBER 30, 2006

INRE: Proceeding to Establish Guidelines for an

Intrastate Universal Service Fund
) ORDER APPROVING

) INCLUSION OF

) ADMINISTRATIVE

) EXPENSES IN

) UNIVERSAL SERVICE

) FUND

This matter comes before the Public Service Commission of South Carolina (the

Commission) on the request of the Office of Regulatory Staff (ORS) for approval to

include $106,198 in administrative expense in the South Carolina Intrastate Universal

Service Fund (USF).

Materials presented to this Commission show that in April 2006, ORS issued a

Request for Proposal (RFP) for administration of the USF. The RFP was written in three

(3) procurement "lots" and garnered one (1) bidder for lots 1 and 2 and two (2) bidders

for lot 3. According to ORS, the most competitive bid was approximately $38,000 per

year higher than in-house administration of the USF by the ORS. Also, the most

competitive bid would require a $56,000 one-time start-up cost. Based on the responses

to the RFP, ORS determined that it was not cost effective to award a contract to a bidder

to administer the USF. ORS stated, under questioning by this Commission, that it was

confident that through its administration of the USF, and separation of its administration

of the USF from its auditing of the companies that will contribute to and receive funds
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from theUSF,all combinedwith theoutsideauditingof theUSFby anindependentCPA

firm, its handlingof theUSFwouldcomplywith therecommendationsof theLegislative

Audit Council(LAC) from theCouncil's auditof February2005.

Further,theLAC recommendedthat ORSshould"usetheresourcesof theUSFto

coverthecostsof administration."Administrativeexpensesaredefinedin OrderNo.

2001-996as"costsincurredby theCommission-designatedAdministratorof theSCUSF

in theadministrationof theSCUSF,includingtheauditexpensesof an independentthird

party.Thesolepurposeof thiscomponentis to recoverCommission-approvedcostsfor

administeringtheSCUSF." In determiningadministrativecosts,ORSconsideredStaff

time anddataprocessingrequirementsdirectly associatedwith fundadministration.

Accordingly,ORSbreaksdownits administrativecostsinto two components.The

first componentis $47,606for thebilling of fundassessment,monthlydeterminationand

assessmentof latepaymentpenalties,monthlydisbursements,preparationof monthlyand

annualfinancialreportsandstatements,theperformanceof theannualtrue-upprocess,

andto providefor supportfor theannualindependentfinancialaudit.Thesecond

componentis $58,592to auditthereportedrevenuesfor companiespaying into thefund,

andto auditrecipientsof thefundto ensurethatcostshavebeenaccuratelycaptured.The

two componentstotal$106,198.

Wehaveexaminedthismatter,and,basedontheoral andwrittenpresentationsof

ORSandthedescriptionof administrativeexpensesfoundin OrderNo. 2001-996,we

approvetheORSrequestto include$106,198in administrativeexpensein theSouth
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CarolinaIntrastateUSF.Webelievethattheexpensesrequestedmeetthedefinition of

administrativeexpensesfoundin OrderNo. 2001-996.

ThisOrdershall remainin full forceandeffectuntil furtherOrderof the

Commission.

BY ORDEROF THE COMMISSION:

G. O'Neal Hamilton,Chairman

ATTEST:

(SEAL)


